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Title  20 — Employees’  Benefits 

CHAPTER  III— SOCIAL  SECURITY  ADMIN¬ 
ISTRATION.  DEPARTMENT  OF  HEALTH, 

EDUCATION,  AND  WELFARE 

[Regulations  No.  5,  further  amended] 

PART  405— FEDERAL  HEALTH  INSUR¬ 
ANCE  FOR  THE  AGED  AND  DISABLED 

Subpart  D — Principles  of  Reimbursement 

for  Provider  Costs  and  for  Services  by 

Hospital-Based  Physicians;  Appeals  by 

Providers 

Subpart  F — ^Agreements,  Elections,  Con¬ 
tracts,  Nominations,  and  Notices 

Limitations  on  Coverage  or  Costs 
Under  Medicare 

On  March  19, 1974,  there  was  published 
In  the  Federal  Register  (39  FR  10260)  a 
notice  of  proposed  rule  making  with  pro¬ 
posed  amendments  to  Subparts  D  and 
F  of  Regulations  No.  5  (20  CPR  Part 
405),  regarding  implanentaticMi  of  sec¬ 
tion  223  of  Public  Law  92-603  entitled 
“Limitations  on  Coverage  of  Costs  Under 
Medicare.”  On  April  30,  1974,  an  exten¬ 
sion  of  the  comment  p^od  was  granted 
(39  FR  15045)  giving  interested  parties 
until  May  18,  1974,  to  submit  written 
comments  or  suggestions  thereon.  Com¬ 
ments  and  suggestions  received  with 
regard  to  this  Notice  of  Proposed  Rules 
Making,  responses  thereto  and  changes 
in  the  pn^josed  regulations  are  summar¬ 
ized  below. 

1.  Many  commenters  recommended 
that  the  proposed  regulations  be  revised 
to  eliminate  the  necessity  for  providers  to 
obtain  intermediary  s^proval  of  provider 
charges  to  beneficiaries  for  excess  costs 
and  the  requirement  that  similar  charges 
be  made  to  all  patients  because  such  pro- 
visicHis  are  not  in  accordance  with  the 
law.  The  pr(«x>sed  r^ulations  have  been 
revised  to  clarify  that  the  intermediary’s 
only  role  is  to  validate  the  computation 
of  the  charge.  Also,  the  regulations  have 
been  revised  to  eliminate  the  require¬ 
ment  that  a  provider  electing  to  make 
charges  based  on  excess  cost  must  make 
such  charges  to  all  individuals  entitled 
to  benefits  under  title  XVilL  This  is  not 
a  requirement  of  the  law,  and  it  could 
result  in  unjustifiable  hardship  and 
difficulty. 

2.  In  response  to  comments,  the  reg¬ 
ulations  have  be^  revised  to  indicate 
that  public  notice  required  before  a  pro¬ 
vider  may  impose  excess  charges  on 
beneficiaries  win  be  published  as  a  notice 
in  a  newspaper  of  general  circulation 
serving  the  provider’s  locality  and  such 
other  notice  as  the  Secretary  may  re¬ 
quire. 

3.  A  recxxnmendation  was  received  and 
adopted  that  the  deflnltlcMi  of  “emer¬ 
gency  services”  in  §  405.461(d)  be  revised 
to  conform  to  the  definition  of  “emer¬ 
gency  services”  used  for  purposes  of  pay¬ 
ment  to  non-participating  hospitals. 

4.  Comments  were  received  indicating 
that  no  limits  should  be  applied  to  pro¬ 
viders.  As  this  Is  clearly  inconsistent  with 
the  statute,  such  suggestions  could  not 
be  adopted. 

5.  Comments  were  received  concerning 
a  possible  lack  of  sufficient  recognition  in 


the  limits  of  the  effect  of  the  cost  of ' 
teaching  programs  in  a  hospital.  Oiu: 
analysis  of  data  indicated  that  teaching 
hospitals  tended  to  be  concentrated  in 
certain  classification  groups  so  that  al¬ 
most  always  the  limits  applied  to  them 
seem  to  reflect  well  the  costs  of  similar 
hospitals.  Nevertheless,  the  regulations 
provide  that,  where  a  provider  can  dem¬ 
onstrate  that  its  costs  exceed  the  ap¬ 
plicable  limit  by  reason  of  teaching  effort, 
an  exception  can  be  made  to  the  applica¬ 
tion  of  the  limit  to  the  extent  that  the 
added  costs  flow  from  approved  educa¬ 
tional  activities  and  are  atypical  (al¬ 
though  reasonable)  for  providers  in  the 
comparison  group.  No  definition  of  a 
teaching  hospital  that  could  be  reflected 
in  a  classification  system  and  could  be 
assumed  to  improve  the  effectiveness  of 
the  system  for  setting  limits  on  hospital 
inpatient  general  routine  service  costs 
has  been  advanced.  As  a  result,  no  modi- 
ficati(xis  have  been  made  in  response  to 
these  comments. 

6.  A  number  of  comments  expressed 
disagreement  with  various  aspects  of  the 
classification  system.  It  is  recognized 
that  the  presently  proposed  limits  may 
not  be  as  refined  as  those  which  may  be 
developed  in  the  future.  However,  the 
initial  limits  will  identify  hospitals  whose 
costs  are  substantially  higher  than  those 
deemed  necessary  for  efficient  delivery  of 
hospital  inpatient  general  routine  serv¬ 
ices.  Efforts  to  develop  a  more  advanced 
classification  system — one  that  wiU  per¬ 
mit  improved  identification  of  hospitals 
whose  costs  are  excessive — will  continue 
but  awaiting  the  development  of  such  a 
system  is  neither  desirable  nor  necessary. 

7.  A  recommendation  was  received  but 
not  adopted  for  the  elimination  of  the 
requirement,  in  S  405.461(a)  (2),  that  a 
high-cost  provider  may  not  impose 
charges  on  a  beneficiary  for  emergency 
services.  The  basis  for  this  recommenda¬ 
tion  is  the  view  that  charges  could  not 
in  any  event  be  made  for  emergency 
services  on  the  assumption  that  the  cost 
limits  do  not  apply  to  such  services.  How¬ 
ever,  the  language  of  the  law  contains 
no  supp<»t  for  the  view  that  the  cost 
limits  do  not  apply  to  emergoicy  services 
but  states  specifically  that  no  charges 
can  be  made  by  the  high-cost  provider 
for  such  services. 

8.  Recommendations  were  received,  but 
not  adopted,  that  §  405.461(a)  (4)  and 
(5)  be  modified  to  eliminate  the  require¬ 
ment  that  the  Social  Security  Adminis¬ 
tration  identify  to  the  public  and  the 
high-cost  provider  Id^tify  to  the  bene¬ 
ficiary  the  specified  charges  to  meet  the 
costs  in  excess  of  costs  determined  to  be 
necessary  in  the  efficient  delivery  of 
health  services  imder  title  XVIU. 

This  requirement  is  contained  specifi¬ 
cally  in  secti<m  1866  (a)  of  the  Social 
Security  Act  as  amended  by  I  223  of  P X. 
92-603  and,  therefore,  this  suggestion 
could  not  be  adopted. 

9.  A  comment  was  received,  but  not 
adopted,  that  the  requirement  in  sectlcn 
405.461(a)  (3) ,  that  the  admitting  physi¬ 
cian  have  no  direct  or  indirect  financial 
interest  in  the  high-cost  provider  which 
is  making  charges  to  his  patients  be 


modified  by  the  insertion  of  “significant” 
before  “direct  or  indirect  financial  inter¬ 
est.”  Section  1866(a)  of  the  Social  Se¬ 
curity  Act  as  amended  by  S  223  of  P.L. 
92-603  contains  such  wording  and  such  a 
change  would  be  contrary  to  the  statute. 

10.  Under  the  provision  for  recovery 
by  new  providers  of  amounts  unreim¬ 
bursed  as  a  result  of  application  of  cost 
limits  published  in  the  Notice  of  Pro¬ 
posed  Rule  Making  or  the  lower  of  cost 
or  charges  provision,  a  new  provider’s 
recovery  during  any  year  of  the  new 
provider  base  period  or  recovery  period 
was  limited  to  the  lesser  of  the  amount 
by  4rhich  the  provider’s  charges  exceeded 
cost  or  the  amount  by  which  the  pro¬ 
vider’s  costs  were  less  than  the  appli¬ 
cable  limit.  As  a  result  of  further  study, 
the  Social  Security  Administration  be¬ 
lieves  that  this  provision  should  be  lib¬ 
eralized  and  simplified.  Thus,  the  regu¬ 
lations  have  been  revised  to  provide  that 
where  costs  in  the  current  reporting  pe¬ 
riod  are  below  the  cost  limit,  the  amount 
of  the  recovery  of  accumulated  unreim- 
bursable  costs  under  the  lower  of  cost 
or  charges  provision  is  only  limited  to 
the  extent  aggregate  charges  applicable 
to  health  insurance  beneficiaries  exceed 
aggregate  costs  for  services  provided  to 
such  beneficiaries  during  such  reporting 
period. 

11.  A  number  of  editorial  changes  have 
also  been  made  in  the  interest  of  clarity. 

TTie  regulations  are  issued  under  the 
authority  contained  in  sections  1102, 
1861(v),  1866(a),  and  1871;  49  Stat.  647, 
as  amended;  79  Stat.  313,  as  amended; 
79  Stat.  327,  as  amended;  79  Stat.  331; 
42  U.S.C.  1302,  1395x(v),  1395cc(a),  and 
1395hh. 

Effective  dUtte.  These  regulations  will 
be  effective  July  1, 1974. 

(Catalog  of  Federal  Domestic  Assistance  Pro¬ 
gram  No.  13.800,  Health  Insurance  for  the 
Aged — Hoqiltal  Insurance.) 

Dated:  May  21, 1974. 

J.  B.  Cardwell, 

Commissioner  of  Social  Security. 

Approved:  May  30, 1974. 

Frank  Carlucci, 

Acting  Secretary  of  Health, 
Education,  and  Welfare, 

Part  406  of  CTiapter  m  of  Title  20  of 
the  Code  of  Federal  Regulations  is 
amended  as  follows: 

Subpart  D — Principles  of  Reimbursement 

for  Provider  Costs  and  for  Services  by 

Hospital-based  Physicians;  Appeals  by 

Providers 

1.  In  1 405.401,  paragraph  (a)  is  re¬ 
vised  to  read  as  follows: 

S  405.401  Introduction. 

(a)  Under  the  health  insurance  pro¬ 
gram  for  the  aged  and  disabled,  the 
amount  paid  to  any  provider  of  services — 
Le..  hospital,  skilled  nursing  facility,  or 
home  health  agency — ^for  the  covered 
senrloes  furnished  to  beneficiaries  is  re¬ 
quired  by  section  1814(b)  and  section 
1833(a)  (2)  of  the  Act  to  be  the  reasona- 
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ble  cost  of  such  services  subject  to  the 
provisions  of  SS  405.455  and  405.460. 

•  •  •  *  • 

2.  In  I  405.402,  paragraph  (a)  is  re¬ 
vised  to  read  as  follows: 

§  405.402  Cost  reimbursement:  General. 

(a)  In  formiilating  methods  for  mak¬ 
ing  fair  and  equitable  reimbvu^ment  for 
services  rendered  beneficiaries  of  the  pro¬ 
gram,  payment  is  to  be  made  on  the  basis 
of  current  costs  of  the  Individual  pro¬ 
vider,  rather  than  costs  of  a  past  period 
or  a  fixed  negotiated  rate.  All  necessary 
and  proper  expenses  of  an  institution  in 
the  production  of  services,  including  nor¬ 
mal  standby  costs,  are  recognized.  Fur¬ 
thermore,  the  share  of  the  total  in¬ 
stitutional  cost  that  is  borne  by  the  pro¬ 
gram  is  related  to  the  care  furnished 
beneficiaries  so  that  no  part  of  their  cost 
would  need  to  be  borne  by  other  patients. 
Conversely,  costs  attributable  to  other 
patients  of  the  institution  are  not  to  be 
borne  by  the  program.  Thus,  the  appli¬ 
cation  of  this  approach,  with  appropri¬ 
ate  accounting  support,  will  rekdt  in 
meeting  actual  costs  of  services  to  bene¬ 
ficiaries  as  such  costs  vary  from  institu¬ 
tion  to  institution.  However,  payments  to 
providers  of  services  for  services 
rendered  health  insurance  program  ben¬ 
eficiaries  are  subject  to  the  provisions  of 
§S  405.455  and  405.460. 

§  405.455  [Amended] 

3.  In  §405.455,  paragraph  (d)(1)  is 
amended  by  adding  at  the  end  of  the 
material  preceding  the  example  the  sen¬ 
tence  “However,  no  recovery  may  be 
made  in  any  period  in  which  costs  are 
unreimbursed  under  §  405.460." 

4.  In  §  405.455,  paragraph  (d)  (2)  is 
revised  to  read  as  follows : 

(2)  Neva  provider — (i)  Generol.  A  new 
provider  of  services  may  carry  forward 
for  five  succeeding  cost  reporting  periods 
costs  attributable  to  program  beneficiar¬ 
ies  which  are  unreimbursed  imder  the 
provisions  of  this  section  during  a  base 
period,  which  includes  any  cost  reporting 
period  which  begins  after  December  31. 
1973,  and  ends  on  or  before  the  last  day 
of  its  third  year  of  operation.  Where 
beneficiary  charges  exceed  reasonable 
cost  in  the  five  succeeding  reporting  pe¬ 
riods,  such  previously  unreimbursed 
amounts  carri^  forward  shall  be  reim¬ 
bursed  to  the  provider  to  the  extent  that 
such  previously  iinreimbursed  amounts 
carried  forward,  together  with  costs  ap¬ 
plicable  to  program  beneficiaries  in  such 
subsequent  periods,  do  not  exceed  cus¬ 
tomary  charges  with  respect  to  services 
to  program  beneficiaries  in  such  subse¬ 
quent  periods.  If  such  five  succeeding 
cost  reporting  periods  combined  Include 
fewer  than  60  full  calendar  months,  the 
provider  may  carry  forward  costs  un¬ 
reimbursed  imder  this  section  for  one 
additional  reporting  period. 

Example.  A  provider  begins  Its  (^rations 
on  March  6,  1972.  However,  It  begins  to  par¬ 
ticipate  In  the  Medicare  program  as  oil  Jan¬ 
uary  1,  1973,  and  reports  on  a  calendar  year 
basis.  Since  It  woidd  be  subject  to  the  ap¬ 
plication  of  the  provision  for  Its  cost  report¬ 
ing  pwlod  beginning  with  January  1. 1974,  It 


would  be  permitted  to  accumulate  any  un- 
relmbursed  costs  (excess  of  costs  over  its 
charges)  Incurred  during  this  reporting  pe¬ 
riod.  Since  this  cost  reporting  period  ends 
before  the  end  of  the  third  year  of  operation, 
its  carryover  period  wlU  be  the  succeeding 
five  cost  reporting  periods  ending  with  De¬ 
cember  31,  1979.  Had  this  provider  begun 
its  operation  on  July  1,  1973,  and  become  a 
participating  provider  as  of  the  same  date 
(with  a  fiscal  year  ending  June  30) ,  it  would 
have  been  able  to  accumulate  any  unrelm- 
bursed  costs  for  the  two  cost  reporting  pe¬ 
riods  ending  June  30,  1975,  and  June  30, 
1976.  Its  carryover  period  would  then  be  the 
five  cost  reporting  periods  ending  no  later 
than  June  30,  1981,  In  the  case  of  costs  un- 
relmbursed  In  either  of  the  reporting  periods 
ending  Jtme  30,  1975,  and  June  30,  1976. 

(ii)  New  provider  base  period;  unre¬ 
imbursed  costs  under  lower  of  cost  or 
charges.  Where  costs  of  a  new  provider 
are  unreimbursed  under  this  section  but 
no  costs  are  unreimbursed  imder  §  405.- 
460  during  the  new  provider  base  period, 
such  previously  unreimbursed  amounts 
which  a  provider  may  recover  during 
any  cost  reporting  period  in  the  new 
provider  base  period  or  carry  forward 
period  is  limited  to  the  amount  by  which 
the  aggregate  customary  charges  appli¬ 
cable  to  health  insurance  beneficiaries 
during  any  such  period  exceed  the  aggre¬ 
gate  costs  applicable  to  such  benefici¬ 
aries  during  that  period,  without  regard 
to  the  application  of  the  cost  limits 
described  in  §  405.460(d)  during  the  re¬ 
covery  period;  except  that  no  recovery 
may  be  made  in  any  period  in  which 
costs  are  unreimbursed  under  §  405.460. 

(iii)  New  provider  base  period;  unre- 
imbursed  costs  under  lower  of  cost  or 
charges  and  cost  limits.  Where  costs  of 
a  new  provider  are  unreimbursed  under 
both  this  section  and  §  405.460  during  the 
base  period,  such  previously  unrelm- 
bursed  amounts  carried  forwajti  shall  be 
reimbursed  to  the  provider  in  accordance 
with  §  405.460(g)  (3)  (ii). 

5.  Section  405.460  is  added  to  read  as 
follows: 

§  405.460  Limitations  on  coverage  of 
costs. 

(a)  Principle.  In  the  determination  of 
the  allowability  of  provider  costs,  costs 
estimated  to  be  in  excess  of  those  nec¬ 
essary  in  the  efficient  delivery  of  needed 
health  services  are  excluded.  Such  esti¬ 
mates  may  be  made  with  respect  to  direct 
or  indirect  overall  costs  or  costs  of  spe¬ 
cific  items  or  services,  or  groups  of  items 
or  services  and  upon  publication  in  the 
P^DERAL  Register  win  constitute  limits  on 
amounts  otherwise  payable  under  the 
program.  These  limits  will  be  imposed 
prospectively  and  may  be  on  a  per  diem, 
per  visit,  or  other  bsisls. 

(b)  Application.  In  determining  the 
limits  to  be  applied,  providers  may  be 
classified  by  type  of  provider  (e.g.,  hospi¬ 
tals.  skilled  nursing  facilities,  and  home 
health  agencies)  and  within  each  pro¬ 
vider  class  by  such  factors  as  the  Secre¬ 
tary  shall  find  appropriate  and  practical, 
such  as: 

(1)  Type  of  services  rendered; 

(2)  Geogriqihlcal  area  where  services 
are  rendered,  allowing  for  grouping  of 
noncontiguous  areas  having  similar 


demographic  and  economic  characteris¬ 
tics; 

(3)  Size  of  institution; 

(4)  Nature  and  mix  of  services  ren¬ 
dered;  or 

(5)  Type  and  mix  of  patients  treated. 

(c)  Data.  In  establishing  limits,  the  es¬ 
timates  of  the  costs  necessary  for  efficient 
delivery  of  health  services  may  be  based 
on  cost  reports  or  other  data  providing 
indicators  of  current  costs,  with  current 
and  past  period  data  being  adjusted  to 
arrive  at  estimated  costs  for  the  prospec¬ 
tive  periods  to  which  limits  shall  be 
applied. 

(d)  Notice  of  limits  to  be  imposed. 
Prior  to  the  onset  of  a  cost  period  to 
which  a  limit  shall  be  applied,  a  notice 
shall  be  published  in  the  Federal  Register 
establishing  the  limits  to  be  applied  to 
an  identified  cost  and  type  and  class  of 
provider  of  service. 

(e)  Provider  rights  to  review.  A  request 
by  a  provider  for  review  of  the  deter¬ 
mination  of  an  Intermediary  concerning 
classification  for,  exceptions  to,  or  ex¬ 
emptions  from  the  cost  limits  imposed 
under  the  provisions  of  this  section  shall 
be  made  to  the  intermediary  under  the 
provisions  of  §§  405.490-405.499f. 

(f)  Exceptions,  exemptions,  and  ad¬ 
justments.  The  following  types  of  excep¬ 
tions,  exemptions,  and  classification  ad¬ 
justments  may  be  granted  under  this 
section  but  only  upon  the  provider’s 
demonstration  that  the  conditions  indi¬ 
cated  are  present: 

(1)  Reclassification.  A  provider  shall 
be  entitled  to  obtain  adjustment  of  its 
classification  by  the  intermediary  for  the 
purpose  of  cost  limits  applied  under  this 
section  oh  the  basis  of  evidence  that  such 
a  classification  is  at  variance  with  the 
criteria  specified  in  promulgrating  limits 
under  paragraph  (d)  of  this  section. 

(2)  Exception  of  cost  of  atypical  serv¬ 
ices.  Where  the  actual  cost  of  items  or 
services  furnished  by  a  provider  exceeds 
the  applicable  limit  by  reason  of  the 
provision  of  items  or  services  that  are 
atypical  in  nature  and  scope  as  compared 
to  the  services  generally  provided  by  in¬ 
stitutions  similarly  classified  and  appro¬ 
priate  reason  exists  for  the  provision  of 
such  items  or  services,  the  limits  may  be 
adjusted  upward  to  reflect  any  added 
costs  fiowing  from  the  delivery  of  such 
items  or  services.  Such  adjustments  may 
only  be  made  where  the  provider  demon¬ 
strates:  (1)  The  provision  of  the  atypical 
items  or  services  were  by  reason  of  ^e 
special  needs  of  the  patients  treated  and 
necessary  in  the  efficient  delivery  of 
needed  health  care,  or  (ii)  the  added 
costs  fiow  from  approved  educational  ac¬ 
tivities  (as  described  in  §  405.421)  to  the 
extent  such  costs  are  at3q}lcal  (idtiiough 
reasonable)  for  providers  tn  the  com¬ 
parison  group.  In  addition,  such  adjust¬ 
ments  may  be  made  only  to  the  extent 
that  such  justified  costs  are  separate^ 
identified  by  the  provider  and  can  be 
verified  by  the  intermediary. 

(3)  Exception  because  of  extraor di¬ 
inary  circumstances.  Where  a  provider's 
costs  exceed  the  limits  due  to  extraordi¬ 
nary  circumstances  beyond  the  contitd 
of  the  provider,  the  provider  may  request 
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an  exception  from  the  cost  limits  to  the 
extent  that  the  provider  shows  such 
higher  costs  resiilt  from  the  extraordi¬ 
nary  circumstances.  These  circumstances 
may  include  but  are  not  limited  to  in¬ 
creased  costs  attributable  to  strikes,  fire, 
earthquake,  flood,  or  similar  unusual  oc¬ 
currences  with  substantial  cost  effects. 

(4)  Exemption  as  sole  community  pro¬ 
vider.  The  limitation  on  costs  imposed 
imder  this  section  shall  not  be  applicable 
where  a  provider  by  reason  of  factors 
such  as  iktlated  location  or  absence  of 
other  providers  of  the  same  type,  is  the 
sole  source  of  such  care  reasonably  avail¬ 
able  to  beneficiaries. 

(g)  Neic  providers:  accumulation  of 
unreimbursed  costs  and  carryover  to  sub¬ 
sequent  periods — (1)  General.  A  new 
provider  of  services  may  carry  forward 
for  five  succeeding  cost  reporting  periods 
costs  attributable  to  health  insursuice 
program  beneficiaries  which  are  unrelm- 
biirsed  under  this  section  and  not 
charged  to  patients  during  any  cost  re¬ 
porting  period  ending  on  or  before  the 
last  day  of  its  third  year  of  operation. 
Such  period  is  called  the  new  provider 
base  period.  If  the  five  succeeding  cost 
reporting  periods  combined  include 
fewer  than  60  full  calendar  months,  the 
provider  may  carry  forward  such  un¬ 
reimbursed  costs  for  one  additional  re¬ 
porting  period. 

Example.  A  provider  begins  operation  on 
AprU  7,  1973.  However,  it  begins  to  partici¬ 
pate  in  the  health  insurance  program  as  of 
January  1,  1974,  and  reports  on  a  calendar 
year  basis.  The  provider  would  be  permitted 
to  accumulate  any  costs  unreimbursed  im- 
der  this  section  which  were  Incurred  dur¬ 
ing  reputing  periods  ending  prior  to  AprU  7, 
1976.  Because  the  calendar  year  1976  cost 
reporting  period  ends  before  the  end  of  the 
third  year  of  operation,  its  carryover  period 
wUl  be  the  succeeding  five  cost  reporting 
periods  ending  on  December  31,  1980.  Had 
this  provider  begun  its  operations  on  July  1, 
1973,  and  become  a  participating  provider  as 
of  the  same  date  (with  a  fiscal  year  ending 
June  30) ,  it  would  have  been  able  to  accumu¬ 
late  any  such  unreimbursed  costs  for  the 
cost  reporting  periods  ending  June  30,  1976, 
and  Jrine  30,  1976  (the  limits  are  not  ap¬ 
plicable  to  the  year  ending  June  30,  1974). 
Its  carryover  period  would  then  be  the  five 
cost  reporting  periods  ending  no  later  than 
June  30,  1981,  in  the  case  of  costs  unreim¬ 
bursed  in  either  of  the  reporting  periods  end¬ 
ing  June  30,  1976,  or  June  30,  1976. 

(2)  Hew  provider  defined.  A  new  pro¬ 
vider  is  an  institution  that  has  operated 
as  the  type  of  facility  (or  the  equivalent 
thereof)  for  which  it  is  certified  in  the 
program  under  present  and  previous 
ownership  for  less  than  3  full  years. 

(3)  Recovery  of  unreimbursed  excess 
cost — (1)  New  provider  base  period;  un- 
reinibursed  costs  under  cost  limits.  T^ere 
costs  of  a  new  provider  are  unreimbursed 
under  this  section  during  the  new  pro¬ 
vider  base  period,  but  no  costs  are  un¬ 
reimbursed  under  §  405.455  during  such 
base  period,  such  unreimbursed  amounts 
which  a  provider  may  recover  during  any 
cost  reporting  period  in  the  new  provider 
base  period  or  carry  forward  period  is 
limited  to  the  lesser  of  (A)  the  amount 
by  which  the  provider’s  current  cost  limit 
under  this  section  exceeds  the  provider’s 


reasonable  cost  for  items  and  services  to 
which  such  limit  is  ai^lled  during  that 
cost  reporting  period,  or  (B)  the  amount 
by  which  the  aggregate  customary 
charges  tqipllcable  to  health  Insurance 
program  beneficiaries  during  any  such 
period  exceeds  the  aggregate  costs  for 
such  services  which  are  applicable  to 
such  beneficiaries  during  that  pieriod 
(see  §  405.455). 

(ii)  New  provider  base  period;  unre¬ 
imbursed  costs  under  lower  of  cost  or 
charges  and  cost  limits.  Where  costs  of 
a  new  provider  are  unreimbursed  under 
the  provisions  of  both  this  section  and 
S  405.455  during  the  new  provider  base 
period,  the  amoimt  of  such  unreim¬ 
bursed  costs  which  a  new  provider  may 
recover  during  any  cost  reporting  period 
in  which  the  cost  limit  is  not  exce^ed  is 
limited  to  the  extent  that  such  unreim¬ 
bursed  costs  plus  normally  reimbursable 
costs  do  not  exceed  aggregate  customary 
charges  with  respect  to  health  insurance 
beneficiaries  during  that  period.  In  the 
application  of  this  paragraph,  costs  pre¬ 
viously  unreimburs^  imder  this  section 
will  be  recovered  first,  in  accordance 
with  paragraph  (g)(3)  (i)  of  this  section, 
and  any  remaining  imreimbursed  costs 
shall  be  carried  forward  to  the  next  suc¬ 
ceeding  year  within  the  new  provider 
base  period  or  carry  forward  period. 
Costs  previously  unreimbursed  imder 
§  405.455  may  thereafter  be  recovered  to 
the  extent  that  aggregate  customsuy 
charges  with  respect  to  healUi  insurance 
beneficiaries  exceed  the  aggregate  reim¬ 
bursable  costs  applicable  to  such  benefi¬ 
ciaries  plus  mnounts  recovered  under 
paragraph  (g)  (3)  (i)  of  this  section  dur¬ 
ing  that  period.  Any  remaining  unre¬ 
imbursed  costs  under  §  405.455  may  be 
carried  forward  to  the  next  succeeding 
reporting  period  within  the  new  provider 
base  period  or  carry  forward  period. 

6.  Section  405.461  is  added  to  read  as 
follows: 

§  405.461  Limitations  on  coverage  of 
costs;  charges  to  beneficiaries  where 
cost  limits  are  applied  to  services. 

(a)  Principle.  A  provider  of  services 
that  customarily  furnishes  an  individual 
items  or  services  which  are  more  expen¬ 
sive  than  the  items  or  services  deter¬ 
mined  to  be  necessary  in  the  efficient  de¬ 
livery  of  needed  health  services  described 
in  S  405.460,  may  charge  an  Individual 
entitled  to  benefits  under  title  XV 111  for 
such  more  expensive  items  or  services 
even  though  not  requested  by  the  indi¬ 
vidual.  The  charge,  however,  may  not  ex¬ 
ceed  the  amount  by  which  the  cost  of  (or. 
if  less,  the  customary  charges  for)  such 
more  expensive  items  or  services  fur¬ 
nished  by  such  provider  in  the  second 
cost  reporting  period  Immediately  pre¬ 
ceding  the  cost  reporting  period  in  which 
such  charges  are  imposed  exceeds  the 
applicable  limit  Impo^  under  the  pro¬ 
visions  of  S  405.460(d).  This  charge  may 
be  made  only  if : 

(1)  The  intermediary  determines  that 
the  charges  have  been  calculated  prop¬ 
erly  in  accordance  with  the  provisions 
of  this  section;  and 


(2)  The  services  are  not  emergency 
services  as  defined  in  paragraph  (d)  of 
this  section;  and 

(3)  The  admitting  physician  has  no 
direct  or  indirect  financial  Interest  in 
such  provider;  and 

(4)  Hie  Social  Security  Administra¬ 
tion  has  provided  notice  to  the  public 
throuidi  notice  in  a  newspaper  of  general 
circulation  servicing  the  provider’s  lo¬ 
cality  and  such  other  notice  as  the  Secre¬ 
tary  may  require,  of  any  charges  the 
provider  is  authorized  to  Impose  on  in- 
dividuals  entitled  to  benefits  under  title 
XVlil  of  the  Act  on  account  of  costs  in 
excess  of  the  costs  determined  to  be  nec¬ 
essary  in  the  efficient  delivery  of  needed 
health  services  under  such  title;  and 

(5)  Hie  provider  has,  in  the  manner 
described  in  paragraph  (e)  of  this  sec¬ 
tion,  identified  such  charges  to  such 
Individual  or  person  acting  on  his  behalf 
as  charges  to  meet  the  costs  in  excess  of 
the  costs  determined  to  be  necessary  in 
the  efficient  delivery  of  needed  health 
services  under  title  XVUl  of  the  Act. 

(b)  Provider  request  to  charge  bene¬ 
ficiaries  for  costs  in  excess  of  limits.  (1) 
Where  a  provider’s  actual  costs  (or,  if 
less,  the  customary  charges)  in  the  sec¬ 
ond  preceding  cost  period  exceed  the 
prospective  limits  established  for  such 
costs,  the  intermediary  shall,  at  Uie  pro¬ 
vider’s  request,  validate  in  advance  the 
charges  which  may  be  made  to  the 
beneficiaries  for  the  excess. 

(2)  Where  a  provider  does  not  have 
a  second  preceding  cost  period  and  is  a 
new  provider  as  defined  in  S  405.460(g), 
the  provider,  subject  to  validation  by  the 
intermediary,  will  estimate  the  current 
cost  of  the  service  to  which  a  limit  is 
being  applied.  Such  amount  ^all  be  ad¬ 
justed  to  an  amount  equivalent  to  costs 
in  the  second  preceding  year  by  use  of  a 
factor  to  be  developed  based  on  estimates 
of  cost  Increases  during  the  preceding 
2  years  and  published  by  the  Social  Se¬ 
curity  Administration.  ']^e  amount  thus 
derived  will  be  used  in  lieu  of  the  second 
preceding  cost  period  amount  in  deter¬ 
mining  the  charge  to  the  beneficiary. 

(3)  To  obtain  consideration  of  such  a 
request,  the  provider  must  submit  to  the 
Intermediary  a  stat^ent  indicating  the 
charge  for  which  it  is  seeking  validation 
and  providing  the  data  and  method  used 
to  determine  the  amount.  Such  state¬ 
ment  should  Include: 

(i)  Producer’s  name  and  number; 

(ii)  Identity  of  class  and  prospective 
cost  limit  for  the  class  in  which  the 
provider  has  been  Included; 

(ill)  Amount  of  charge  and  cost  period 
in  which  the  charge  Is  to  be  imposed; 

(iv)  Hie  cost  and  customary  charge 
for  items  and  services  rendered  to  bene¬ 
ficiaries;  and 

(v)  ‘Hie  cost  period  ending  date  of  the 
second  reporting  period  immediately 
preceding  tiie  cost  period  in  which  the 
charge  is  to  be  imposed.  The  inter¬ 
mediary  may  request  such  addltlmial  in¬ 
formation  as  it  finds  necessary  with  re¬ 
spect  to  the  request. 

(c)  Provider  charges — (1)  Establishing 
the  charges.  If  the  actual  cost  Incurred 
(or,  if  less,  the  custiHuary  charges)  In 
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the  prior  period  determined  under  para¬ 
graph  (a)  of  this  section  exceeds  the 
limits  applicable  to  the  pertinent  period, 
the  provider  may  change  the  beneficiary 
to  the  extent  costs  in  the  second  preced¬ 
ing  cost  reporting  period  (or  the  equiva¬ 
lent  when  there  is  no  second  preceding 
period)  exceed  the  current  cost  limits. 
(Data  from  the  most  recently  submitted 
appropriate  cost  report  will  be  iised  in 
determining  the  actual  cost.)  For  exam¬ 
ple,  if  a  limit  of  $58  per  day  is  applied 
to  the  cost  of  general  routine  services  for 
the  provider’s  cost  reporting  period  start¬ 
ing  in  calendar  year  1975  and  if  the  pro¬ 
vider’s  actual  general  routine  cost  in  the 
second  preceding  reporting  period,  i.e., 
the  reporting  period  starting  in  calendar 
year  1973,  was  $60  per  day.  the  provider 
(after  first  having  obtained  intermediary 
validation  and  subject  to  the  considera¬ 
tions  and  requirements  specified  in  para¬ 
graph  (a)  of  this  section)  may  charge 
hospital  Insurance  beneficiaries  up  to  $2 
per  day  for  general  routine  services. 

(2)  Adjusting  cost.  Program  relm- 
bmsement  for  the  costs  to  which  limits 
Imposed  under  S  405.460  are  applied  in 
any  cost  reporting  period  shall  not  ex¬ 
ceed  the  lesser  of  the  provider’s  actual 
cost  or  the  limits  imposed  under  §  405.460. 
If  program  reimbursement  for  items  or 
services  to  which  such  limits  are  applied 
plus  the  charges  to  beneficiaries  for  such 
items  or  services  Imposed  imder  this  sec¬ 
tion  exceed  the  provider’s  actual  cost  for 


such  items  or  services,  program  payment 
to  the  provider  shall  be  reduced  to  the 
extent  program  payment  plus  charges  to 
the  beneficiaries  exceed  actual  cost.  If 
the  provider’s  actual  cost  for  general 
routine  services  in  1975  was  $57,000,  the 
cost  limit  was  $58,000,  and  billed 
charges  to  hospital  insurance  benefici¬ 
aries  were  $2,000,  the  provider  would  re¬ 
ceive  $55,000  from  the  program  ($57,000 
actual  cost  minus  the  $2,000  in  charges 
to  the  beneficiaries). 

(d)  Definition  of  emergency  services. 
For  purposes  of  paragrai^  (a)  (2)  of  this 
section,  emergency  services  are  those 
hcKpital  services  whidh  are  necessary  to 
prevent  the  death  or  serious  impairment 
of  the  health  of  the  individual,  and 
which,  because  of  the  threat  to  the  life 
or  health  of  the  individual,  necessitate 
the  use  of  the  most  accessible  hospital 
(see  i  405.192)  available  and  equipped 
to  furnish  such  services.  Where  an  in¬ 
dividual  has  been  admitted  to  such  hos¬ 
pital  as  an  inpatient  because  of  an  emer¬ 
gency,  the  emergency  will  be  deemed  to 
continue  until  it  is  safe  from  a  medical 
standpoint  to  move  the  individual  to 
another  hospital  or  other  institution  or 
to  discharge  him. 

(e)  Identification  of  charges  to  indi- 
vidual.  For  pxuposes  of  paragraph  (a)  (5) 
of  this  section,  a  provider  shall  give  or 
send  to  the  individual  or  his  representa¬ 
tive,  a  schedule  of  aU  items  and  services 
which  the  individual  might  need  and  for 


which  the  provider  imposes  charges  im- 
der  this  section,  and  the  charge  for  each. 
Such  schedule  shall  specify  that  the 
charges  are  necessary  to  meet  the  costs 
in  excess  of  the  costs  determined  to  be 
necessary  in  the  efiBcient  delivery  of 
needed  health  services  under  title  XVIII 
of  the  Act  and  shall  include  such  other 
information  as  the  Social  Security  Ad¬ 
ministration  considers  necessary  to  pro¬ 
tect  the  individual’s  rights  under  this 
section.  The  provider,  in  arranging  for 
the  individual’s  admission,  first  service, 
or  start  of  care,  shall  give  or  send  this 
schedule  to  the  individual  or  his  repre¬ 
sentative  when  arrangements  are  being 
made  for  such  services  or  if  thi.«i  is  not 
feasible,  as  soon  thereafter  as  is  prac¬ 
ticable  but  no  later  than  at  the  initiation 
of  services. 

Subpart  F — Agreements,  Elections, 
Contracts,  Nominations,  and  Notices 

7.  In  §  405.607,  paragraph  (a)  is  re¬ 
vised  to  read  as  follows: 

§  405.607  Essentials  of  agreements  with 
providers  of  services. 

Under  the  terms  of  the  agreement  (see 
i  405.606)  the  provider  agrees: 

(a)  Not  to  charge  any  individual,  or 
other  person  (except  as  described  in 
f  9  405.608-405.610  and  405.461)  : 

*  •  •  •  • 

[FR  Doc.74-12867  Filed  6-6-74:8:45  am] 
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NOTICES 


DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 

Social  Security  Administration 

HOSPITAL  COSTS  UNDER  THE  HEALTH 
INSURANCE  PROGRAM 

Interim  Schedule  of  Limits 

On  March  19,  1974,  there  was  pub¬ 
lished  in  the  Federal  Register  (39  FR 
10313)  a  Notice  of  Proposed  Schedule  of 
Limits  on  Hospital  Costs  Under  the 
Medicare  program  for  cost  reporting 
periods  beginning  on  and  after  the  ef¬ 
fective  date  of  final  regulations  imple¬ 
menting  section  223  of  P.L.  92-603.  On 
April  30,  1974,  an  extension  of  the  com¬ 
ment  period  was  granted  (39  PR  15060) 
giving  Interested  parties  imtll  May  18, 
1974,  to  submit  written  comments  or 
suggestions  thereon.  Comments  and 
suggestions  received  with  r^ard  to  this 
Notice  of  Proposed  Schedule  of  Limits, 
responses  thereto,  and  changes  in  the 
proposed  schedule  of  limits  are  sum¬ 
marized  below: 

1.  Many  commenters  suggested  that 
the  term  “general  routine  service  costs” 
should  be  clarified  to  indicate  whether 
the  inpatient  routine  nursing  salary  cost 
differentisd  payment  is  to  be  included. 
This  suggestion  was  adopted  and  the 
Notice  has  been  revised  to  Indicate  that 
the  limits  apply  to  the  total  of  “hospital 
inpatient  general  routine  service  costs” 
as  defined  in  S  405.452(d)  (2)  (also  see 
§  405.452(d)  (7))  and  the  inpatient  rou¬ 
tine  nursing  salary  cost  differential  pay¬ 
ment  defined  in  §  405.430  and  excludes 
the  cost  of  any  inpatient  special  care 
units  and  ancillary  services. 

2.  One  of  the  comments  received  noted 
that  the  District  of  Columbia  was  in¬ 
cluded  in  both  the  schedules  of  limits — 
within  Standard  Metropolitan  Statistical 
Area  (SMSA)  and  outside  SMSA.  The 
Schedule  of  Limits  applicable  to  hos¬ 
pitals  located  outside  SMSA’s  has  been 
revised  to  delete  specific  dollar  limita¬ 
tions  for  hospitals  located  in  Washing¬ 
ton,  D.C.  because  the  entire  area  of 
Washington,  D.C.  is  located  within  an 
SMSA.  The  Schedule  of  Limits  for  hos¬ 
pitals  within  SMSA's  has  been  revised 
to  Include  dollar  limitations  for  hos¬ 
pitals  located  in  a  newly  designated  and 
defined  SMSA  in  Alaska. 

3.  The  Notice  has  been  revised  to  re- 
fiect  a  publication  (Federal  Information 
Processing  Standards  Publication — 
FJPH.  Pub.  8-3)  in  which  the  definition 
and  list  of  SMSA’s  can  be  found. 

4.  Some  comments  were  received  sug¬ 
gesting  that  the  final  published  regu¬ 
lations,  rather  than  the  Notice  of 
proposed  limits,  include  the  detailed 
methodology  employed  to  establish  the 
limits  on  general  routine  service  costs 
for  hospitals.  The  Secretary  believes  it 
more  appropriate  for  the  Notices  to  de¬ 
scribe  the  methodology  used  in  deter¬ 
mining  the  published  limits  and  thus 
make  it  easier  for  Interested  parties  to 
imderstand  the  methodology.  Moreover, 
there  may  be  different  methods  for  dif¬ 
ferent  types  of  providers  and  for  differ¬ 
ent  types  of  services.  Therefore,  this  sug¬ 
gestion  has  not  been  adopted. 

5.  A  number  of  comments  were  re¬ 
ceived  regarding  various  aspects  of  the 


classification  system  and  their  effect  on 
setting  limits.  While  it  is  recognized  that 
the  initial  limits  may  nc^  be  as  re^ed 
as  those  developed  in  the  future,  it  is 
believed  the  initial  limits  will  identify 
hospitals  whose  costs  are  in  excess  of 
those  deemed  necessary  for  efficient  de¬ 
livery  of  hospital  inpatient  general  rou¬ 
tine  services.  Efforts  to  develop  a  more 
advanced  classifications  system — one 
that  will  permit  Improved  identification 
of  hospitals  whose  costs  are  excessive — 
will  continue  but  awaiting  development 
of  such  a  system  is  neither  desirable  or 
necessary.  These  comments  although 
not  adopted  at  this  time,  will  be  taken 
into  account  in  future  efforts  to  refine 
the  classification  system. 

6.  Various  editorial  changes  have  been 
made  in  the  Interest  of  clarity.  The  fol¬ 
lowing  Notice  of  Schedule  of  Limits  on 
Hospital  Inpatient  General  Routine 
Service  Costs  has  been  adopted  by  the 
Secretary. 

Notice  is  hereby  given  that  the  Sched¬ 
ule  of  Umits  (m  Hospital  Inpatient  Gen¬ 
eral  Routine  Service  Costs  in  the  Medi¬ 
care  program  has  been  established  by 
the  Commissioner  of  Social  Security, 
with  the  approval  of  the  Secretary  of 
Heal^  Education,  and  Welfare.  This 
Interim  schedule'  is  applicable  for  cost 
reporting  periods  beginning  on  or  after 
Jxfiy  1,  1974,  and  before  the  earlier  of 
July  1,  1975  or  the  effecvive  date  of  any 
revised  schedule.  The  schedule  set  forth 
herein  will  be  carefully  reviewed  by  the 
Commissioner  in  the  cimilng  months  with 
a  view  toward  developing  a  more  refined 
classification  system  which  better  ad¬ 
justs  for  such  cost  factors  as  patient  mix. 
scope-of -services,  and  the  economic 
conditions  of  the  local  labor  market.  As 
revised,  a  new  schedule  will  be  published, 
with  the  approval  of  the  Secretary,  to  be 
effective  for  cost  reporting  periods  begin¬ 
ning  no  later  than  July  1,  1975. 

The  Schedule  of  Limits  on  Hospital  In¬ 
patient  General  Routine  Service  Costs 
set  out  below  will  apply  to  the  entire 
cost  reporting  period  of  a  provider  whose 
cost  reporting  lierlod  begins  during  the 
effective  period  of  this  schedule.  Hie 
schedule,  as  approved,  applies  to  the 
total  of  the  cost  of  routine  services  as 
defined  in  20  CFR,  §  405.452(d)  (2)  (also 
see  §  405.452(d)  (7) )  and  the  inpatient 
routine  nursing  salary  cost  differential 
payment  described  in  S  405.430.  These 
limits  do  not  apply  to  the  cost  of  spe¬ 
cial  care  units  or  ancillary  services.  Sec¬ 
tion  1861  (v)(l)  of  the  Social  Security 
Act  as  amended  by  section  223  (Limita¬ 
tions  on  Coversige  of  Costs  Under  Medi¬ 
care)  of  P.L.  92-603  (the  Social  Security 
Amendments  of  1972)  permits  the  Secre¬ 
tary  to  set  prospective  limits  on  overall 
provider  costs  or  provider  costs  for  spe¬ 
cific  items  or  services  based  on  estimates 
of  the  costs  necessary  in  the  efficient  de¬ 
livery  of  needed  health  services.  Separate 
schedules  of  limits  will  be  Issued  for 
skilled  nursing  facilities  and  home  health 
agencies  prior  to  the  beginning  of  the 
cost  reporting  period  to  which  such  lim¬ 
its  would  be  applied. 

To  provide  adequate  sized  comparison 
bases  and  to  permit  reasonable  compari¬ 
sons  between  providers  within  a  group 
a  classification  systan  was  developed  to 


take  into  account  two  principal  ele¬ 
ments:  hospital  size  and  economic  en- 
vinmment  essentially  refiecting  mban 
or  nonurban  locations  by  geographic 
groupings.  A  provider’s  location  within 
a  Standard  Metropolitan  Statistical  Area 
is  used  as  a  proxy  for  an  mhan  location 
while  providers  not  located  in  a  Stand¬ 
ard  Meti*opolltan  Statistical  Area  are 
considered  noniuiian.  (A  Standard  Met¬ 
ropolitan  Statistical  Area,  as  defined  by 
the  Office  of  Management  and  Budget,  is 
a  coimty  or  group  of  contiguous  coun¬ 
ties  which  (1)  includes  at  least  one  city 
of  50,000  inhabitants,  or  (2)  otherwise 
meets  the  basic  criteria  specified  by  the 
Office  of  Management  and  Budget  for 
defining  such  areas.  The  standard  defi¬ 
nition  and  a  complete  list  of  Standard 
Metropolitan  Statistical  Areas  can  be 
found  in  the  Federal  Information  Proc¬ 
essing  Standards  Publication  (FJ.P.S 
Pub.  8-3),  which  is  available  from  the 
Superintmlent  of  Documents,  United 
States  Government  Printing  Office, 
Washington,  D.C.  20402.) 

These  two  principal  elements  (size  and 
economic  environment)  are  reflected  in 
five  State  groupings  with  the  States  clas¬ 
sified  acccn^ling  to  per  capita  Income  as 
follows: 

State  Orottp  I 


Alaaka 

Nevada 

California 

New  Jersey 

Connecticut 

New  York 

Hawaii 

niinois 

Washington,  D.C. 

State 

Oroup  n 

Delaware 

Ohio 

Maryland 

Pennsylvania 

Massachusetts 

Rhode  Island 

Michigan 

Washington 

State 

Group  in 

Arizona 

Missouri 

C<^rado 

Nebraska 

Florida 

New  Hampshire 

Indiana 

Oregon 

Iowa 

Virginia 

Kansas 

Wisconsin 

Minnesota 

. 

State 

Group  IV 

Oeorgla 

South  Dakota 

Idaho 

Texas 

Maine 

Utah 

Montona 

Vermont 

North  Carolina 
Oklahoma 

Wycsning 

State 

Group  V 

Alabama 

North  Dakota 

Arkansas 

Puerto  Rico 

Kentucky 

South  Carolina 

Louisians 

Tennessee 

Mississippi 

New  Mexico 

West  Virginia 

Providers  in  each  of  the  five  State 
groups  have  been  divided  between  those 
located  in  SMSA’s  and  those  not  in 
SMSA’s.  These  10  groups  have  been  fur¬ 
ther  divided  into  7  bed-size  categories 
resulting  in  70  classes. 

The  actual  limits  were  developed  for 
each  of  the  70  groups  in  the  following 
manner: 

1.  Inpatient  routine  service  cost  data 
for  each  participating  hospital  was  ob¬ 
tained  from  the  fiscal  intermediaries. 

2.  The  data  for  hospitals  in  each  class 
were  arrayed  in  descending  order  of  in¬ 
patient  routine  service  cost. 

3.  The  90th  percentile  and  the  median 
were  computed  for  each  class. 

4.  For  each  class,  an  amount  equal  to 
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10  percent  of  the  median  was  added  to 
the  90th  percentile  amoimt. 

5.  This  sum  was  adjusted  by  a  factor  at 
a  10.5  percent  annual  rate  to  reflect  esti¬ 
mated  cost  increases. 

6.  The  amounts  calculated  in  step  5  are 
roimded  to  the  next  higher  dollar  which 
establishes  the  limit  for  each  class,  sub¬ 
ject  to  adjustment  for  other  than  calen¬ 
dar  year  hospitals. 

Under  the  authority  of  section  1861  (v) 
of  the  Social  Securl^  Act  as  amended 
by  P.L.  92-603,  the  following  dollar 
limitations  apply  to  the  total  of  the  hos¬ 
pital  inpatient  general  routine  service 
costs  and  the  inpatient  routine  nursing 
salary  cost  differential  (excluding  costs 
incurred  for  special  care  imlts  and  ancil¬ 
lary  services),  adjusted  upward  as  pro¬ 
vided  for  below,  and  are  applicable  to 
cost  reporting  periods  beginning  on  and 
after  July  1,  1974,  and  before  the  earlier 
of  July  1, 1975  or  the  effective  date  of  any 
revised  schedule.  Revised  schedules  of 
limits  will  be  published  on  a  periodic 
basis. 

Where  a  hospital  has  a  cost  reporting 
period  beginning  on  or  after  July  1, 1974, 
the  published  limit  will  be  adjusted  up¬ 
ward  by  9/ 10th  of  one  percent  of  the 
published  limit  for  each  elapsed  month 
between  January  1, 1974,  and  the  month 
in  which  the  hospital’s  reporting  period 
starts.  Adjustment  must  be  calculated 
in  dollars  and  cents. 

Example.  Hospital  A’s  cost  reporting  period 
starting  in  1974,  begins  October  1,  1974,  and 
ends  September  30,  1975.  Hie  cost  factor  for 
Hospital  A’s  gro\^>  for  calendar  year  1974 
is  $83.00. 

Computation  of  adjusted  cost  limit 


Cost  factor _ $83.  00 

Plus:  Adjustment  for  9-mo.  period 
(Jan.  1,  1974  to  Sept.  30,  1974,  9 
mos.  X  .9  percent=8.1  percent,  8.1 
percent  X  $83.00 _  6. 72 


Adjxisted  cost  limit  applicable  to  hos¬ 
pital  A  f<^  the  Oct.  1,  1974,  to  Sept. 

30.  1975,  reporting  period _ _  89.72 


ScHiDuu  or  Lmm  ow  hospital  Inpatibiit  Obmbal  Roctini  Sbbticb  Costs 
Bospitmis  located  wUhta  SMBA’s  (itrftaa) 


SUte 

Bed  siie 

Lessthan  66toM 

100  to  109  170to2M  265to404  MStoSM  68Sor 

86 

mOTQ 

Alabama . — 

— 

sn 

174 

*87 

*74 

*76 

r4 

*74 

Alaska _ 

..rir--— __-.s 

143 

138 

138 

139 

128 

IN 

167 

Arizona . 

L-'--  *.r- 

100 

86 

86 

87 

82 

90 

90 

Arkansas _ 

71 

74 

67 

74 

76 

74 

74 

California . . 

.  .  r-_-_  . 

114 

108 

111 

112 

102 

120 

134 

Colorado . . . . 

100 

86 

86 

87 

82 

90 

90 

Connecticut _ vir. 

— 

114 

108 

111 

112 

102 

120 

134 

Delaware _ 

T*..  -  - 

84 

91 

88 

91 

98 

99 

128 

District  of  Columbia... 

_ - 

114 

108 

111 

112 

102 

120 

131 

Florida _ _ 

_ z-zra 

100 

86 

86 

87 

82 

90 

90 

Georgia _ 

71 

77 

76 

78 

76 

77 

77 

HawaU . 

131 

124 

127 

128 

117 

138 

154 

Idaho _ _ 

_ 

71 

77 

76 

78 

76 

77 

77 

Illinois _ 

■¥■  7 

114 

108 

111 

112 

102 

120 

134 

Indiana . . 

100 

86 

86 

87 

82 

90 

90 

Iowa. . . 

100 

86 

86 

87 

82 

90 

90 

Kansas . . . . 

100 

86 

86 

87 

82 

90 

90 

Kentucky _ _ _ _ 

71 

74 

67 

74 

76 

74 

74 

Louisiana . . 

71 

74 

67 

74 

76 

74 

74 

Maine . 

71 

77 

76 

78 

76 

77 

77 

Maryland . 

84 

91 

88 

91 

98 

99 

128 

Massachusetts . . 

84 

91 

88 

91 

98 

99 

128 

Michigan . . 

84 

91 

88 

91 

98 

;  99 

128 

Minn^ta _ 

100 

86 

86 

87 

82 

90 

90 

Mississippi . . 

71 

74 

67 

74 

76 

74 

74 

Missouri . . 

100 

86 

86 

87 

82 

90 

90 

Montana...... . . 

71 

77 

76 

78 

76 

77 

77 

Nebraska . 

100 

86 

86 

87 

82 

90 

90 

Nevada . 

114- 

108 

111 

112 

102 

120 

131 

New  Hampshire . . 

100 

86 

86 

87 

82 

90 

90 

New  Jersey . . 

114 

108 

111 

112 

102 

120 

131 

Now  Mexico... . 

71 

74 

67 

74 

76 

74 

74 

New  York . 

114 

108 

111 

112 

102 

120 

134 

North  Carolina.. . 

71 

77 

76 

78 

76 

77 

77 

North  Dakota . 

71 

74 

67 

74 

76 

74 

74 

Ohio . 

84 

91 

88 

91 

98 

90 

128 

Oklahoma.. . 

71 

77 

76 

78 

76 

77 

77 

Oregon . . 

100 

86 

86 

87 

82 

90 

90 

Pennsylvania . 

84 

91 

88 

91 

98 

99 

128 

Puerto  Rico.. . 

76 

79 

72 

80 

82 

80 

80 

Rhode  Island . 

84 

91 

88 

91 

98 

99 

128 

South  Carolina . 

71 

74 

67 

74 

76 

74 

74 

South  Dakota . 

71 

77 

76 

78 

76 

77 

77 

Tennessee . 

71 

74 

67 

74 

76 

74 

74 

Texas . 

71 

77 

76 

78 

76 

77 

77 

Utah . 

— 

71 

77 

76 

78 

76 

77 

77 

— 

_  _ _ 

_ 

Virginia . . 

100 

86 

86 

87 

82 

90 

90 

Washington . 

.  .  ’ 

84 

91 

88 

91 

98 

99 

128 

West  Virginia . . 

71 

74 

67 

74 

76 

74 

74 

Wisconsin . 

— -.TTf 

100 

86 

86 

87 

82 

90 

90 

>  No  Standard  Metropolitan  Statistical  Areas  for  these  States. 
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ScBEDi  LE  i>r  Limits  on  Uospital  Inpatient  Grnekal  Routine  Service  Costs — Continued 
Ho»pUal$  loMtti  tuUUt  SMSA’$  (nonurban) 


state 

- 

Bed  size 

Leas  than 

55 

66ta90 

100  to  169 

170  to  264 

265  to  404 

MStatM 

Alabama . 

$61 

$58 

$59 

$65 

157 

357 

Alaska  . . 

132 

116 

125 

107 

102 

102 

Arizona. . . 

69 

65 

70 

69 

78 

78 

Arkansas . . 

61 

58 

59 

65 

57 

57 

California _ _ _ 

97 

92 

99 

86 

82 

-  82 

Colorado . . 

69 

65 

70 

69 

78 

78 

Connecticut _ 

97 

92 

99 

86 

82 

82 

Delaware . . 

91 

83 

82 

77 

67 

67 

Florida . 

69 

65 

70 

69 

78 

78 

Geonria. . . 

68 

65 

71 

66 

83 

83 

Hawaii . 

121 

107 

115 

98 

94 

94 

Idaho.. . 

68 

65 

71 

66 

83 

83 

Illinois . 

97 

92 

99 

86 

82 

82 

Indiana. . . . 

_  _ - _ 

69 

65 

70 

69 

78 

78 

Iowa . . 

69 

65 

70 

69 

78 

78 

Kansas. . 

69 

65 

70 

69 

78 

78 

Kentucky.. _ 

61 

58 

59 

65 

57 

67 

Louistana. . . 

61 

58 

59 

65 

67 

67 

Maine.  . . . 

68 

65 

71 

66 

83 

83 

Maryland . . 

91 

83 

82 

77 

67 

67 

Ma!!sachnsetts _ 

91 

83 

82 

77 

67 

67 

Micbifran _ _ _ 

91 

83 

82 

77 

67 

67 

Minnmta... . . 

69 

65 

'  70 

69 

78 

78 

Mississippi . . 

61 

58 

59 

65 

57 

57 

Missouri.. . 

69 

65 

70 

69 

78 

78 

Montana. . . 

68 

65 

71 

66 

83 

83 

Nebraska . . 

69 

65 

70 

69 

78 

78 

Nevada . . 

97 

92 

99 

86 

83 

82 

New  Hampshire _ 

69 

65 

70 

69 

78 

78 

New  Jersey _ 

97 

92 

99 

86 

82 

82 

New  Mexico . 

61 

58 

59 

65 

67 

67 

New  York . 

97 

92 

99 

86 

82 

82 

North  Carolina _ 

68 

65 

71 

66 

88 

83 

North  Dakota . . 

61 

58 

59 

65 

67 

67 

Ohio . 

_ L  — 

91 

83 

82 

77 

67 

67 

Oklahoma . . 

68 

65 

71 

66 

83 

83 

Oregon . . . 

69 

65 

70 

69 

78 

78 

Pennsylvania . 

91 

83 

82 

77 

67 

67 

PuMto  Rico _ 

65 

63 

63 

70 

61 

61 

Rhode  Island _ 

_ L__ 

91 

83 

82 

77 

67 

67 

South  Carolina..... 

_ L__ 

61 

58 

59 

65 

67 

67 

South  Dakota _ _ 

68 

65 

71 

66 

83 

83 

Tennessee.... _ 

_ 1. _ 

61 

58 

59 

65 

67 

67 

Teias^ . 

68 

65 

71 

66 

83 

83 

Utah.... . 

68 

65 

71 

66 

83 

83 

Vermont . 

68 

65 

71 

66 

83 

83 

Virginia. . 

69 

65 

70 

69 

78 

78 

Washington . 

91 

83 

82 

77 

67 

67 

West  Virginia . 

61 

68 

69 

65 

57 

67 

Wisconsin. . . 

69 

65 

70 

69 

78 

78 

Wyoming . . 

. . 

.  66 

66 

71 

66 

83 

83 

(Catalog  of  Federal  Domestic  Assistance  Program  No.  13.800,  Health  Xnsuranca  for 
Aged — Hospital  Insurance.) 

Dated:  May  21, 1974. 

Approved:  May  30, 1974. 

Frank  Carlvcci, 

Acting  Secretary  of  Health, 
Education,  and  Welfare, 

J.  B.  Casdwrll, 
Commissioner  of  Social  Security, 
lift  Doe.74-13868  FUsd  e-«-74;8:45  am] 
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